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years, food manufacturers are tightening inspection standards and reviewing suppliers
following recent food safety scandals, and soymilk has gained popularity as a substitute

for cow milk since the detection of BSE in Japan.
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Food Business Line

Periodic Press Translations from ATO Tokyo Vol 11, Issue 12 June 15-28, 2002

Retail/Wholesale

The Japan Chain Stores Association announced that food sales of its member supermarkets
increased 1.5% in May on asame-store basis compared to the same month last year. Thisisthe
third consecutive month of increasefor thiscategory. However, total salesdeclined 0.8% during
the same period, the 42™ consecutive month of decline. (a6/22)

Seibu Department Soreplansto sell al itsshareholdingsin Seiyu, Seiyo Food Systemsand other
group firms over the next three years, starting with apartial sale of its stakein Credit Saison by
the end of June. Seibu hopes this will improve its financial health before its merger with the
troubled Sogo Department Store chain scheduled for 2004. (a 6/27)

The Japan Department Sore Association announced on June 24 that total sales of its member
department storesin May declined 2.1% on a same-store basis compared to the same month | ast
year. Thisisthe second consecutive month of decline. (a 6/22)

Many retailersthat enjoyed sales growth in 2000 saw smaller increasesin 2001 because of price
declines, according to a survey of the top 500 retail firms by the Nihon Keizai newspaper. In
addition, supermarkets reduced floor space and outlets for the first timein 2001 because of the
deflated economy. The reduction also was due to restructuring moves, such as those by Daiel
to shut down unprofitable outlets, as well as companies' reluctance to open new stores as the
Large-Scale Retail Store Law took effect. (a6/27)

Food Service

Japan'smajor institutional companies predict an increasein group operating profitin 2002. For
example, Nissin Healthcare Food Service expects operating profit to increase 11%. SHiDAX
Corporation expects adrop in revenue due to its unprofitable U.S. catering subsidiary, but its
operating profit is expected to rise 14% on strong ordersfor its domestic catering servicesfrom
hospitalsand solid earnings at itskaraoke establishments. Green House, which acquired another
catering firm, also expects arise of 37% in its operating profit. (a6/15)

Food Processing/New ProductsM arket Trends

More and more food manufacturers are tightening inspection standards and reviewing suppliers
following the recent food safety scandals. Kagome, Itoham, and Riken Vitamin will demand that
suppliers update product-quality assurance documentsin order to ensure greater safety in their
procured ingredients. Kagomewill evenrequest that suppliersmake detail ed descriptionsof raw
ingredients and production methods. Meiji Milkwill demand that its suppliers provethird-party
quality assurance. Ezaki Glico plansto review all of its current ingredient suppliers. Morinaga
and Calpis have launched inter-divisional teamsto strengthen their food safety inspections. (a
6/15)
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Soymilk hasgained popularity asasubstitutefor cow milk, especially since the detection of BSE
in Japan. For example, confectionery manufacturer Toraku’s soymilk pudding is selling well,
and pub restaurant chain "Tsubo-hachi” has introduced a cold soymilk soup and pasta dish.
Sarbucks also has introduced soymilk in addition to milk. According to Japan’s Agriculture
Ministry, soymilk production volume increased 25% in 2001 compared to 2000. (a 6/19)
Thesizeof theretail market for ham and sausage productswas 7.8 billion dollarsin 2001, down
2% from 2000. The market has continued to shrink since 1998. (f 6/17)

Japan Frito-Lay announced on June 21 that it will recall approximately 500,000 of its products,
including the “Doritos’ brand, due to the detection of an agricultural pesticide residue from a
corningredient imported from Australiawhich exceed thefood sanitation law standard. (a6/22)
The Tokyo Metropolitan Government announced that the agricultural chemical chlorpyrifos
exceeding the food sanitation law standard was detected in frozen spinach imported by Nichiro
from China. Nichirowasrequested torecall all of the products containing the spinach. (a6/22)
Upscale Japanese beef brands, such as Matsuzaka beef and Kobe beef, are regaining their
popularity after the detection of BSE in Japan. Their strict quality control standards seem to
have attracted consumers. The wholesale price of these upscale brandsroseto arecord highin
June. (a6/25)

Show Brand Milk Products and Lotte announced on June 24 that they will launch ajoint venture
ice cream company named Lotte Show on October 1. The new firm will take over theice cream
operations of the struggling Show Brand Milk, and will sell brands such as Show Brand, Dole,
and Hershey. With thismerger, Lotte will become the largest ice cream manufacturer in Japan.
(f 6/27)

ATO/Cooperator/Competitor ActivitiesTrade Shows

The US Meat Export Federation held a symposium on US pork health and nutrition entitled
"Healthy Life by Eating Pork” on June 6 in Yokohama. Some 200 participants, mainly
consumers, attended the event. (f 6/17)
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Sources
(a) The Japan Economic Newspaper (b) The Nikkel Marketing Journal
(c) The Japan Food Journal (d) The Beverage & Food News Commentary
(e) The Japan Food News (f) The Food Industry News

DISCLAIMER - Food Business Line is derived from major Japanese news wires, mass distribution press, and food
industry newspapers and magazines. Inclusion of an item in Food Business Line does not imply agreement by USDA
or U.S. Embassy/Tokyo; nor doesUSDA or U.S. Embassy/Tokyo attest to theaccuracy or compl etenessof thetranslation
of the newsitem. ATO Tokyo cannot further trandate or send source materials to users.
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